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After two years of delays caused by technical problems, bickering among political parties, and
popular opposition, Ecuador is finally moving ahead with plans to privatize its extensive state sector,
which comprises 163 firms involved in an array of primary, industrial, and service activities. The
President of the National Council to Modernize the State (Consejo Nacional de Modernizacion del
Estado, CONAM), Mauricio Pinto, announced on Oct. 20 that 14 separate subcommittees in the
National Congress are currently drafting privatization and/or modernization plans, with the help of
foreign technical advisors, for 14 state enterprises. "We are working quickly, but at the same time we
are taking the necessary precautions to avoid mistakes in the privatization process," said Pinto.
The first wave of privatizations and/or modernization programs, expected to take place in late 1994
and early 1995, will include the sale to private interests of 51% of the stock in Ecuador's national
airline (Ecuatoriana de Aviacion), whose operations were suspended earlier this year after the
company declared bankruptcy. It will also include the leasing of management and administration
rights to the Civil Registry (Direccion General de Registro Civil), and to port, customs, and mail
services. Between 1995 and 1996, privatizations will include the full or partial sale of stocks in the
state telecommunications and electrical firms, as well as the transfer to the private sector of state
universities, technical institutes, and the national social security administration.
The government's share in current mixed public-private companies will also be sold off. Congress
approved the Modernization Law earlier this year, which provides for the privatization of
public assets with the exception of three state enterprises considered "strategic": Petroecuador,
which produces, processes and sells oil and petroleum products; the Empresa Estatal de
Telecomunicaciones (EMETEL); and the Instituto Ecuatoriano de Electrificacion (INECEL). The
Modernization Law, however, contained a provision allowing Congress to pass specific laws for the
privatization and/or modernization of these three enterprises (see Chronicle, 10/13/94). According
to Pinto, Congress has already drafted a law that will permit the sale to private bidders of EMETEL
electrical distribution subcenters in cities around the country.
Legislators have begun to draft similar laws which will permit privatization of EMETEL and of
Petroecuador. New laws are also expected to be passed in the coming months that will prohibit
monopolistic control of any national economic activity (and thus facilitate the partial or full
privatization of state monopolies), allow private concerns to conduct direct marketing operations
abroad rather than having to export through existing state agencies, and revise government
guidelines regarding property contracts. Meanwhile, Minister of Public Works Pedro Lopez
announced in late October that the country's principal highways will be privatized, including
strategic highways that link Ecuador to Colombia and Peru.
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The government hopes to further reduce fiscal outlays a central goal of President Sixto Duran
Ballen's neoliberal reform program by eliminating current highway maintenance and repair
expenditures, said Lopez. Once privatized, highway maintenance will be financed through tolls paid
by motorists.
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